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BEFORE
THE PUBLIC SERVICE COMMISSION OF
SOUTH CAROLINA

DOCKET NO. 2007 __ -

Application of Duke Energy Carolinas, LLC,
For Authorization Under Article 13, Chapter
27 of Title 58 Of The Code Of Laws of South
Carolina, (1976, As Amended), to Issue and
Sell Securities

APPLICATION

Duke Energy Carolinas, LLC (the, “Company” or “Applicant”) hereby makes application
for authorization from the Public Service Commission of South Carolina, (“Commission”) to
issue and sell, from time to time, a maximum of $2,000,000,000 aggregate principal amount of
securities of the types listed herein, in the manner hereinafter described. This Application is
made pursuant to Article 13, Chapter 27 of the Title 58 of the Code of Laws of South Carolina,
(1976, as amended) (§ 58-27-1720) and other applicable Rules, Regulations, and Statutes. In
support of this Application, the Applicant shows the Commission the following:

1. Description of the Company

The Company is a limited liability company duly organized and existing under the laws
of the State of North Carolina, domesticated under the laws of the State of South Carolina to
conduct business within this state. The Company is engaged in the business of generating,
transmitting, distributing and selling electric power and energy, and is a public utility subject to
the jurisdiction of this Commission. It is a public utility under the Federal Power Act, and

certain of its operations are subject to the jurisdiction of the Federal Energy
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Regulatory Commission. The Company is a wholly owned subsidiary of Duke Energy
Corporation, which is a holding company headquartered in Charlotte, North Carolina. Duke
Energy Corporation wholly owns three other electric utility subsidiaries, Duke Energy Ohio,
Inc., Duke Energy Indiana, Inc. and Duke Energy Kentucky, Inc. In addition, Duke Energy

owns various non-regulated energy businesses primarily in the United States and Latin America.

2, Notices and Communications

The names and addresses of the Company’s attorneys who are authorized to receive
notices and communications with respect to this application are:

Robert T. Lucas III

Associate General Counsel and Assistant Secretary
Duke Energy Carolinas, LLC

P.O. Box 1244

Charlotte, North Carolina 28201-1244

(704) 382-8152

Richard L. Whitt

Austin, Lewis & Rogers, P.A.
508 Hampton Street

Columbia, South Carolina 29201
(803) 251-7442

3. Outstanding Debt Obligations

As of June 30, 2007, the Company’s existing outstanding debt consisted of First and
Refunding Mortgage Bonds, Senior Notes and Other Long-Term Debt. A schedule of all such
Bonds, Notes and Other Long-Term Debt outstanding as of December 31, 2006 is attached
hereto as Exhibit ““A”. All of the outstanding First and Refunding Mortgage Bonds were issued
under the terms of a First and Refunding Mortgage dated as of December 1, 1927, from the
Company to The Bank of New York, as trustee, as supplemented and amended by various
Supplemental Indentures (hereafter sometimes referred to as the “Mortgage”), copies of all of
which have been filed with this Commission. The Pollution Control Obligations resulted when
the Company borrowed the proceeds of the sale of pollution control revenue bonds issued by

various governmental authorities pursuant to authorization granted by this Commission.
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All of the Senior Notes are issued under a Senior Indenture to The Bank of New York, as
successor trustee to JP Morgan Chase Bank, as dated as of September 1, 1998 (the “Senior
Indenture™).

The Other Long-Term Debt includes a financing arrangement utilizing commercial paper
backed by a long-term credit facility as approved by this Commission in Order No 2007-578,
issued on August 23, 2007, in Docket No. 2004-141-E.

4. Issuance and Sale of Proposed Securities

Subject to the approval of the North Carolina Utilities Commission and this Commission,
the Company proposes to issue and sell, from time to time, a maximum of $2,000,000,000
aggregate principal amount of all or any combination of the following (collectively, the
“Proposed Securities™):

(i) Long-Term Debt Securities (“Proposed Debt Securities™)

The Proposed Debt Securities may be unsecured debt instruments or First and
Refunding Mortgage Bonds.

To the extent the Proposed Debt Securities are Senior Notes, they will be created
and issued under the Senior Indenture as heretofore supplemented or as further
supplemented by a Supplemental Indenture to be executed in connection with their
issuance. To the extent the Proposed Debt Securities are Subordinated Notes, they will be
created and issued under the Company’s Subordinated Indenture to the Bank of New
York, as Trustee, dated as of December 1, 1997, as heretofore supplemented or as further
supplemented by a Supplemental Indenture to be executed in connection with their
issuance.

To the extent the Proposed Debt Securities are the Company’s First and
Refunding Mortgage Bonds, they will be created and issued under the Mortgage, as
heretofore supplemented and as to be further supplemented and amended by a
Supplemental Indenture to be executed in connection with their issuance. They will be
subject to all of the provisions of the Mortgage, as supplemented, and by virtue of said
Mortgage will constitute (together with the Company’s outstanding First and Refunding



Application
Page 4 of 10
September 13, 2007

Mortgage Bonds) a first lien on substantially all of the Company’s fixed property and
franchises.

When any of the Proposed Debt Securities are issued for refunding or refinancing
the Company proposes to execute the proposed transactions so that, over time, there will
be no material effect on the Company’s capitalization with respect to the source of funds.

The Proposed Debt Securities may also consist of debt securities subject to
remarketing prior to maturity. Consistent with prior orders of the Commission, any
remarketing of such securities or resetting of their interest rates prior to the scheduled
maturity date would not be deemed to be a re-issuance of such securities by the
Company, so as to reduce the amount of securities otherwise permitted to be issued by
the Company pursuant to the terms of the Commission’s Order when issued in this
Docket.

(i)  Tax Exempt Bond Obligations
The Company proposes to enter into agreements to borrow proceeds from the sale of tax
exempt debt securities issued by one or more governmental authorities (“Tax Exempt
Bonds”), to fund construction of qualifying facilities associated with the Company’s
electric generation plants (and qualifying related expenditures), to reimburse costs
previously expended for such purposes, or to refinance previously outstanding Tax
Exempt Bonds. The Company’s obligation to repay the issuing authority may be direct,
through a secured or unsecured loan agreement between it and the authority, or indirect
through financing arrangements such as a letter of credit posted by a bank to secure the
Company’s obligations on the Tax Exempt Bonds. The Company’s direct obligation
under a loan agreement with the authority may be secured by issuance of a First and
Refunding Mortgage Bond or other secured instrument.
To the extent the Proposed Securities are issued and sold in one or more public offerings
subject to registration under the federal securities laws, the Company will sell the Proposed
Securities during the effective period of a “shelf” registration statement which Applicant intends

to file with the Securities and Exchange Commission in connection with the registration of such

securities.
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The Company proposes to enter into negotiations with, or request competitive proposals
from, investment bankers or other financial institutions to act as agents, dealers, underwriters, or
direct purchasers in connection with either the public or private offering of each issuance of
Proposed Securities in accordance with the terms thereof. The Company will determine which
sales method and financial institution(s) will provide the most favorable terms to the Company
for any issuance and sale of the Proposed Securities.

S. Previously Granted Authority

The authority requested herein is in substitution of the authority remaining under Docket
No. 2003-184-E, as further described in the Company’s Reports of Issue and Sale in such
Docket. The Company requests that the remaining authority granted in such docket be
terminated, and remaining amounts of securities authorized therein subsumed within the

authority which may be granted under the Commission’s Order to be issued in this docket.

6. Fees and Costs

The Company will pay no fee for services (other than attorneys, accountants, trustees and
fees for similar technical services) in connection with the negotiation of consummation of the
issuance and sale of any of the Proposed Securities, nor for services in securing underwriters,

agents, dealers or purchasers of such securities (other than fees negotiated with such persons).

7. Use of Proceeds

Proceeds from sales of the Proposed Securities may be used for (a) the purchase or
redemption of the Company’s outstanding higher cost securities as hereinafter provided, (b)
refunding maturing securities, (c) financing the Company’s ongoing construction, as further
described in Section “8” hereof (including the acquisition of nuclear fuel) or (d) the Company’s
general purposes, as allowed.

When the net proceeds from the sales of any of the Proposed Securities will be applied
and used by the Company to purchase or redeem certain of the Company’s outsta:iding
unmatured debt securities, such sales will be made from time to time when market conditions

permit the sales on terms which would result in a lower cost of money to the Company. Any
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premium paid on purchased or redeemed debt securities will be amortized over the life of the
new securities, and the Company proposes to include the after-tax amount of such unamortized
premium in Company’s rate base as a component of working capital. As previously noted, the
net proceeds of any of the Proposed Securities may be applied and used by the Company to
refund maturing securities, including the repayment of short-term debt incurred for that purpose.

A schedule of the maturities of the Company’s outstanding debt securities is provided in Exhibit
A,

8. Electric Plant and Demand Growth

The Company is continuing its construction program of additions to its electric
generation, transmission and distribution facilities in order to, among other things, (i) meet the
expected increase in demand for electric service, (ii) construct and maintain an adequate margin
of reserve generating capacity, (iii) conduct necessary replacements of major generating plant
components and (iv) meet environmental compliance requirements.

The Company connected 65,000 new customers in 2006 and continues to incur
significant capital expenditures related to expanding and replacing its transmission and
distribution system.

The Company’s electric energy sales for 2006 reached 83 billion kWh; and sales for 2005
were 85 billion kWh. Sufficient financing of its current construction program is essential if the
Company is to continue to be able to meet its obligations to the public to provide adequate and
reliable electric service. The Company’s electric plant construction expenditures (including
expenditures for the acquisition of the nuclear fuel) were $1.8 billion for 2006 and $1.4 billion
for 2005. Further information is set forth in the Company’s financial statements attached as
exhibits to this Application.

The Company’s plans include incurring significant capital expenditures for compliance
with environmental rules and regulations with respect to its existing generation plants, and
construction of new electric generation plants to meet increasing customer demand. The
Company has previously announced plans to invest approximately $7.3 billion in its electric

plant over the next three years. Adequate financing authority, as applied for herein, will allow
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the Company to access the capital markets to efficiently fund these necessary capital
expenditures.

9. Purposes and Compatibility with Public Interest

The purposes of the issuance and sale of the Proposed Securities are lawful objects within
the limits of the Company’s authority and purposes under the applicable laws and regulations,
and as set forth in its Limited Liability Company Operating Agreement, as amended, which is
filed herewith as an exhibit. For the reasons set forth above, the issuance and sale of the
Proposed Securities will be compatible with the public interest, will be necessary and appropriate
for, and consistent with, the proper performance by the Company of its service to the public as a
utility, will not impair its ability to perform that service, and will be reasonably necessary and

appropriate for such purpose.

10. Financial Condition and Operating Reports

The financial condition of the Company and its results of operations are shown by the

Company’s Annual Reports to the Commission and by other records of the Commission relating
to the Company.
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11.  Exhibits

Exhibits in support of the Application include:

EXHIBIT A

EXHIBIT B-1

EXHIBIT B-2

EXHIBIT C

EXHIBIT D

EXHIBIT E

EXHIBIT F

EXHIBIT G

EXHIBIT H

Schedule of Outstanding First and Refunding Mortgage Bonds, Notes and
Other Obligations of the Company as of December 31, 2006.

Copy of Senior Indenture of the Company to the Bank of New York, as
Trustee, dated as of September 1, 1998. This exhibit is on file with the
Commission in Docket 98-469-E.

Copy of Subordinated Indenture of the Company to the Bank of New
York, as Trustee, dated December 1, 1997. This exhibit is on file with the
Commission in Docket 97-475-E.

Copy of the Company’s Limited Liability Company Operating Agreement
dated as of April 3, 2006, as amended.

Annual Reports of the Company to the Commission and other records of
the Commission relating to the Company. Reference is made to these
reports and records on file with the Commission.

Unconsolidated Balance Sheet of the Company at December 31, 2006,
including pro forma effects of proposed issuance and sale.

Unconsolidated Statement of Income of the Company for the twelve
months ended December 31, 2006.

Unconsolidated Statement of Cash Flows for the twelve months ended
December 31, 2006; and Statement of Retained Earnings of the Company
for the twelve months ended December 31, 2006.

Unconsolidated Statement of Capitalization of the Company at December
31, 2006 including pro forma effects of proposed issuance and sale.



WHEREFORE, Duke Energy Carolinas respectfully prays that its request for approval to

issue and sell securities, all in the manner herein set forth, be authorized and approved by this

Commission.

This 13" day of September, 2007.

Columbia, South Carolina

Resp;tfully Submitted,
Richard L. éhjtt

Austin, Lewis & Rogers, P.A.
508 Hampton Street

Columbia, South Carolina 29201
(803) 251-7442

Robert T. Lucas III

Associate General Counsel and
Assistant Secretary

Duke Energy Carolinas, LLC

P.0O. Box 1006/Mail Code ECO3T
Charlotte, North Carolina 28201-1006
(704) 382-8152

Attorneys for Duke Energy Carolinas, LLC



VERIFICATION
PURSUANT
TO
§ 58-27-1720

The undersigned officers of Duke Energy Carolinas, LLC verify that this Application is
in compliance with § 58-27-1720, South Carolina Code of Laws (1976 as amended).

5

Robert T. Lucas IIT
Assistant Secretary



DUKE ENERGY CAROLINAS
UNCONSOLIDATED SCHEDULE OF OUTSTANDING FIRST AND REFUNDING MORTGAGE BONDS, NOTES AND OTHER OBLIGATIONS
December 31, 2008

EXHIBIT A

{Dollars in Thousands)
Authority for lssue
Dateof Dateof Amount
Description Issue  Maturity Quistanding North Carolina South Carolina
First and Refunding Mortgage Bonds
8.95% 07/01/81 0700127 $ 13,990 Docket No. B-208, Sub 31 Docket No. 81-284-F
5.30% 09/23/03 10/01/15 500,000 Docket Mo. E-7, Sub 727 Docket No. 2003-183-E
375% 02/25/03 03/05/08 500,000 Docket No. E-7, Sub 720 Docket No. 2002-359-E
4.50% 03/21/03 04/01/10 200,000 Docket No. E-7, Sub 720 Docket No. 2002-359-E
Subtotal 1,213,600
Other Cbligaticns
3.85% Pollution Control (York County) 05/23/80 08/01/14 40,000 Docket No. E-7, Sub 485 Docket No. 80-335-E
3.85% Pollution Control (Oconee County) 04/27/93 ©2/10117 77,000 Dacket No. E-7, Sub 520 Docket No. 93-161-E
3.90% Pailution Control (Gaston County) 10/28/93 10/01/12 20,000 Docket No. E-7, Sub 656 Docket No. 1999-394-E
3.85% Poliution Control (Oconee County) 10/28/88 0201/17 25,000 Docket No. E-7, Sub 658 Docket No. 1999-394-E
3.80% Paollution Control (Oconee County) 10/28/08 02/01/17 10,000 Docket No. E-7, Sub 656 Docket No. 1999-394-E
3.84% Pollution Control (NCCFFA 2006A) 10/11/06 10/01/31 75,000 Docket No. E-7, Sub 727 Docket No. 2003-184-E
3.95% Pollution Control (NCCFFA 2006A) 10/11/08  10/01/31 75,000 Docket No. E-7, Sub 727 Docket No. 2003-184-E
Subtotal 322,000
Senior Debt
7.375% 03/10/00 03/01/10 300,000 Docket No. E-7, Sub 831 Docket No. 98-468-E
6.000% 12/04/88 12/01/28 300,000 Docket No. E-7, Sub 631 Dacket No. 98-469-E
5.375% 01/12/99 01/01/09 200,000 Docket No. E-7, Sub 831 Docket No. 88-469-E
4.611% 11720002 11730007 110,000 Docket No. E-7, Sub 720 Docket No. 2002-359-E
6.250% 01/114/02 01/15/12 750,000 Daocket No. E-7, Sub 391 Docket No. 2001-140-E
8.450% 10/08/02 10/15/32 350,000 Docket No. E-7, Sub 707 Docket No. 2002-88-E
6.600% 04/16/02 04/01/22 249,005 Docket No. E-7, Sub 707 Docket No. 2002-88-E
5.625% 11/20/02  11/3012 400,000 Docket No. E-7, Sub 720 Docket No. 2062-359-E
1.750% 05/07/03 05/15/23 110,245 Docket No. E-7, Sub 720 Docket No. 2002-359-E
4.200% 08/23/03  10/01/08 300,000 Docket No. E-7, Sub 727 Docket No. 2003-184-E
9.210% 08/01/88 02/01/11 3,333 Docket No. E-7, Sub 727 Docket No. 2003-184-E
7.450% 08/03/88 11/30/12 9,200 Docket No. E-7, Sub 727 Docket No. 2003-184-E
6.900% 06/30/88 12/31/16 23,333 Dockat No. E-7, Sub 727 Docket No. 2003-184-E
3,105,117
Commercial paper 300,000
Unamortized dedt discount and premium, net (8,560)
Other long-term debt 487
Total long-term debt 5,419,930
Current maturities 70
Non-current portion of long-term debt $ 5,193,560



EXHIBIT C

LIMITED LIABILITY COMPANY OPERATING AGREEMENT
OF

Duke Energy Carolinas, LLC
(Formerly known as Duke Power Company LLC)

A North Carolina Limited Liability Company
Date of Adoption: April 3, 2006

As Amended to: October 1, 2006

Dated as of April 3, 2006
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THIS LIMITED LIABILITY COMPANY OPERATING AGREEMENT OF Duke
Energy Carolinas, LLC (formerly known as Duke Power Company LLC) (the “Company”), a
limited liability company organized pursuant to the North Carolina Limited Liability Company
Act, is executed as of this 3rd day of April, 2006. Duke Energy Corporation, 2 Delaware
corporation formerly known as Duke Energy Holding Corp., is the sole member of the Company
(the “Member”). Solely for U.S. federal incomie tax purposes as provided in Treasury
Regulations Section 301.7701-3 (as well as for applicable state, local or foreign tax purposes),
the Member and the Company intend the Company to be disregarded as an entity that is separate
from the Member. For all other purposes (including, without limitation, limited liability
protection for the Member from Company liabilities), however, the Member and the Company

intend the Company to be respected as a separate legal entity that is separate and apart from the
Member.

ARTICLEI
FORMATION AND BUSINESS OF THE COMPANY

Section 1.1  Company Name and Formation. The Company was formed upon the
conversion of Duke Energy Corporation, a North Carolina corporation, on April 1, 2006
effective as of the time set forth in the Articles of Organization of the Company filed with the
Secretary of State of the State of North Carolina.

Section 1.2 Name. The name of the Company shall be Duke Energy Carolinas, LLC.
All business and affairs of the Company shall be conducted under such name or under an
assumed name duly approved by the Board.

Section 1.3 Purpose. The purpose of the Company shall be to engage in any lawful
business for which limited liability companies may be organized under the Act.

Section 1.4  Term. The term of the Company shall commence on the date hereof and
shall continue indefinitely.

Section 1.5  Place of Business. The principal place of business of the Company within
the State of North Carolina shall be located at 526 South Church Street, Charlotte, North
Carolina 28202-1904. The Company may have such other offices either within or without the

State of North Carolina as the Board may designate or as the business of the Company may from
time to time require.

Section 1.6  Registered Office and Agency. The address of the registered office of the
Company in the State of North Carolina is 225 Hillsborough Street, Raleigh, Wake County, NC
27603, and the name of the registered agent is CT Corporation System.

Section 1.7 Authorized Representatives. The “Authorized Representatives” of 2
Member that is not a natural person shall be those representatives designated by such Member
from time to time to represent such Member in connection with the Company, unless and until
replaced or removed by such Member. The written statements and representations of an
Authorized Representative for a Member that is not a natural Person shall be authorized

statements and representations of such Member with respect to the matters covered by this

C-972630v9 03227.01145



with respect to a Member that is not a natural Person means a decision or action which has been
consented to in writing by any Authorized Representative of such Member. '

Section 1.8  Tax Treatment. The Company shall be disregarded as an entity separate
from its owner for U.S. federal tax purposes as provided in Treasury Regulations Section
301.7701-3 (as well as for applicable state, local or foreign tax purposes). The Member and the
Company shall timely make any and all necessary elections and filings such that the Company
shall be treated as disregarded as an entity separate from its owner for U.S. federal income tax
purposes (as well as for applicable state, local or foreign tax purposes).

ARTICLE 11
DEFINITIONS

Section 2.1  Definitions. References to an “Article” or a2 “Section” are, unless
otherwise specified, to an Article or a Section of this Agreement. As used in this Agreement, the
following terms shall have the meanings set forth respectively after each:

“Act” shall mean the North Carolina Limited Liability Company Act, as thé same may be
amended from time to time.

) “Affiliate” shall mean with reference to any Person, any other Person of which such
Person is a principal, member, director, officer, general partner or employee or any other Person

directly or indirectly controlling or controlled by or under direct or indirect common control with
such Person.

“Agreement” shall mean this Limited Liability Company Operating Agreement, as the
same may be amended hereafter from time to time as provided herein.

“Authorized Representative” shall have the meaning specified in Section 1.7.

13

Board” shall have the meaning set forth in Section 4.1.

“Code” shall mean the Internal Revenue Code of 1986, as amended, and as the same may
be amended hereafler from time to time.

“Company” shall have the meaning specified in the introductory paragraph to this
Agreement.

“Com; Expenses” shall have the meaning specified in Section 3.9.

“Director” shall mean each such Person who is hereafter elected or designated as a
Director of the Company, in accordance with the terms of this Agreement, who shall be deemed
a “manager” of the Company for all purposes under the Act and other applicable law.

“Event of Bankruptcy” shall mean the institution by or against a Person of a proceeding
seeking a judgment of insolvency or bankruptcy or any other relief under any bankruptcy or
insolvency law or other similar law affecting creditors’ rights.
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“Interest” shall mean (i) a Member’s share of the profits and losses of the Company and a
Member’s rights to receive distributions from the Company in accordance with the provisions of
this Agreement and the Act and (ii) such Member’s other rights and privileges as herein
provided.

“Liquidating Trustee™ shall have the meaning set forth in Section 12.2.

“Member” shall have the meaning specified in the introductory paragraph to this
Agreement.

“Officer” shall mean any individual elected or appointed as an officer of the Company
pursuant to Section 7.1.

“Person” shall mean an individual, partnership, limited hability company, joint venture,
corporation, trust or unincorporated organization, a government or agency or political
subdivision thereof and any other entity.

“Related Persons” shall have the meaning specified in Section 3.3.

“Treasury Regulations” shall mean the Income Tax Regulations promulgated under the
Code, as the same may be amended hereafier from time to time.

ARTICLE III
MANAGEMENT OF THE COMPANY

Section3.1  Designation of Directors. The Directors collectively shall have the power
on behalf and in the name of the Company to make all decisions and take all actions which they
may deem necessary or desirable, including, without limitation, the following:

(a) managing the day-to-day operation of the Company;

(b) entering into, making and performing contracts, agreements and other
undertakings binding upon the Company that may be necessary, appropriate or advisable in
furtherance of the purposes of the Company and making all decisions and waivers thereunder;

(c)  opening and maintaining bank and investment accounts and arrangements,
drawing checks and other orders for the payment of money, and designating individuals with
authority to sign or give instructions with respect to those accounts and arrangements;

(d) investing Company funds;

(¢)  maintaining the assets of the Company in good order;

() tothe extent that funds of the Company are available therefor, paying debts and
obligations of the Company;

(&)  borrowing money or otherwise incurring indebtedness on such terms and
conditions as the Directors may deem appropriate and, in connection therewith, hypothecating,
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encumbering and/or granting security interests in the assets of the Company to secure the
repayment of such monies or other indebtedness of the Company, provided that in no event shall

any such borrowing be recourse to the Member unless expressly agreed in writing by the
Member;

(h) executing instruments and documents, including, without limitation, checks,
drafis, notes and other negotiable instruments, mortgages or deeds of trust, pledge agreements,
security agreements, financing statements, documents providing for the acquisition, mortgaging
or disposition of the Company’s property, assignments, bills of sale, leases and any other
instruments or documents necessary, in the opinion of the Directors or a duly elected or

appointed Officer of the Company, acting within the scope of his or her authority, to the business
of the Company;

(1) entering into any and all other agreements with any other Person for any purpose
in furtherance of the business of the Company, in such form as the Directors or a duly elected or
appointed Officer of the Company, acting within the scope of his or her authority, may approve;

G) the bringing or defending, paying, collecting, compromising, arbitrating, resorting
to legal action, or other adjustment of claims or demands of or against the Company;

(k)  selecting, removing and changing the authority and responsibility of lawyers,
accountants, and other advisers and consultants; '

()] obtaining insurance for the Company;

(m)  taking all actions necessary to effectuate transactions pursuant to Article VIII
hereof;, and

(n) such other matters as may be necessary or advisable in connection with the
operation of the business and conduct of affairs of the company and the accomplishment of the
purposes of the Company.

The Directors or their duly authorized appointees or Officers of the Company may
execute and deliver contracts and agreements on behalf of the Company in furtherance of the
foregoing, without the consent of the Member, and otherwise act for and bind the Company.
Third parties may conclusively rely upon the act of the Directors as evidence of the authority of
the Directors for all purposes in respect of their dealings with the Company.

Section 3.2  Additional Powers, Duties and Limitations with respect to the Directors.

(a) Generally. The Directors shall be responsible for, and shall render to the
Company, such services as are reasonably necessary for the daily management, conduct and
direction of the property, business and affairs of the Company. No compensation shall be paid to
the Directors for the performance of such services, nor shall the Directors be reimbursed for any
expenses incurred in their capacity as such, except as otherwise provided in this Agreement. No
Director shall have the ability individually to bind or act for the Company, rather, the Directors
may only act collectively through action of the Board.
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(b)  Limitation on Liability for Acts and Omissions of the Directors. The Company
shall pay any and all liability, loss, cost, expense (including reasonable attorneys’ fees and
disbursements) or damage incurred or sustained by the Directors by reason of any act or
omission in the conduct of the business of the Company in accordance with the provisions of
Section 11.1 hereof. The Directors, acting in good faith, shall be entitled to rely on the advice of
legal counsel, accountants and/or other experts or professional advisers and any act or omission
of the Directors acting in reliance upon such advice shall in no event subject such Directors to
hability to the Company or any Member.

Section 3.3  Limitation on Liabilities and Powers of the Member. Neither the
Directors or their Affiliates or any Member or its Affiliates or any officer, director, partner,
member or sharcholder of the Directors or any Member (collectively, “Related Persons™) shall
have (a) any personal liability for any debits, liabilities or obligations of the Company, whether
arising in contract or tort or otherwise, or (b) any obligation to the Company, except, in each
case, as specifically provided elsewhere in this Agreement or under the Act. Except to the extent
expressly provided for herein and permitted under the Act, the Member shall not participate in
the operation, management or control (within the meaning of the Act) of the business of the

Company and shall have no right or authority to act for or on behalf of the Company or to sign
for or bind the Company.

Section 3.4 Employment of Third Parties By the Company. The Company, may, by
action of its Officers, from time to time, employ any Person or engage third parties to render

accounting, financial advisory and legal services to the Company. Persons retained or engaged
by the Officers, on its behalf, may also be engaged, retained or employed by and act on behalf of
the Directors, the Member or any of their respective Affiliates.

Section 3.5  Filings. The Directors are hereby authorized to execute and file all
instruments, certificates, notices and documents, and to do or cause to be done all such filing,
recording, publishing and other acts as may be deemed by the Directors to be necessary or
appropriate from time to time to comply with all applicable requirements for the formation or
operation or, when appropriate, termination of a limited liability company in the State of North

Carolina and all other jurisdictions where the Company does or shall desire to conduct its
business.

Section 3.6  Expenses. The Company will be responsible for all expenses (“Company
Expenses”), including, without limitation, (i) all reasonable accounting and legal expenses
incurred in connection with Company operations, (1) all reasonable costs incurred in connection
with the preparation of or relating to reports made to the Member, (ii) all reasonable costs
related to litigation involving the Company, directly or indirectly, including, without limitation,
attorneys’ fees incurred in connection therewith, (iv) all reasonable costs related to the
Company’s obligations set forth in Sections 3.2 and 11 -1, and (v) all reasonable out-of-pocket
expenses related to the organization and formation of the Company.
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ARTICLE IV

BOARD OF DIRECTORS

Section4.1  Appointment and Removal of Directors. Except as otherwise expressly
provided in this Agreement, the Articles of Organization or the Act, all decisions with respect to
the management of the business and affairs of the Company shall be made by a Board of
Directors (the “Board™), each of whom shall be appointed by the Member. Any Director may be
removed at any time with or without cause by the Member.

Section 4.2  Number and Qualifications of Directors. The number of Directors
constituting the Board may be fixed from time to time by the Member.

Section 4.3  Compensation of Directors. Directors, as such, may receive fixed fees and
other compensation for their services as Directors as may be determined by the Member,
including, without limitation, their services as members of committees of the Board.

ARTICLE V
MEETINGS OF DIRECTORS

Section 5.1  Special Meetings. Special meetings of the Board may be called at the
request of the Member, the Chairman of the Board or a majority of the Board then in office. The

person or persons authorized to call special meetings of the Board may fix the place and time of
the meetings.

Section 5.2 Notice. Notice of any special meeting of the Board shall be given to each
Director at such Director’s business or residence in writing by hand delivery, first-class or
overnight mail or courier service, facsimile or electronic transmission or orally by telephone. If
mailed by first-class mail, such notice shall be deemed adequately delivered when deposited in
the United States mails so addressed, with postage thereon prepaid, at least 5 calendar days
before such meeting. If by overnight mail or courier service, such notice shall be deemed
adequately delivered when the notice is delivered to the overnight mail or courier service
company at least 24 hours before such meeting. If by facsimile or electronic transmission, such
notice shall be deemed adequately delivered when the notice is transmitted at least 12 hours
before such meeting. If by telephone or by hand delivery, the notice shall be given at least 12
hours prior to the time set for the meeting. Neither the business to be transacted at, nor the

purpose of, any regular or special meeting of the Board need be specified in the notice of such
meeting.

Section 5.3 Quorum and Manner of Acting. Unless the Articles of Organization or
this Operating Agreement provide otherwise, a majority of the number of Directors fixed
pursuant to this Operating Agreement shall constitute a quorum for the transaction of business at
any meeting of the Board. Unless required by law or the Articles of Organization or this
Operating Agreement provide otherwise, the affirmative vote of a majority of the Directors

present at a meeting at which a quorum is present and voting on the matter shall be the act of the
Board.
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Section 5.4  Action by Consent of Board. On any matter that is to be voted on,
consented to or approved by the Board, the Board may take such action without a meeting,
without prior notice and without a vote if a consent or consents in writing, setting forth the action
so taken, shall be signed by the Directors having not less than the minimum number of votes that
would be necessary to authorize or take such action at a meeting at which all Directors entitled to
vote thereon were present and voted. On any matter that is to be voted on by Directors, the
Directors may vote in person or by proxy, and such proxy may be granted in writing, by means
of electronic transmission or as otherwise permitted by applicable law. A consent transmitted by
electronic transmission by a Director or by a person or persons authorized to act for a Director
shall be deemed to be written and signed for purposes of this Agreement. For purposes of this
Agreement, the term "electronic transmission" means any form of communication not directly
involving the physical transmission of paper that creates a record that may be retained, retrieved
and reviewed by a recipient thereof and that may be directly reproduced in paper form by such a
recipient through an automated process.

Section 5.5  Conference Telephone Meetings. Members of the Board may participate
in a meeting of the Board by means of conference telephone or similar communications
equipment by means of which all persons participating in the meeting can hear each other, and
such participation in a meeting shall constitute presence in person at such meeting.

ARTICLE VI
COMMITTEES OF THE BOARD OF DIRECTORS

Section 6.1  Committees and Powers. The Board may designate one or more
Committees of the Board, which shall consist of one or more Directors. Any such Committee
may to the extent permitted by law exercise such powers and shall have such responsibilities as
shall be specified in the designating resolution. A Committee of the Board may not (i) authorize
distributions; (ii) approve, or propose to the Member, action that is required by law to be
approved by the Member; (iii) fill vacancies on any Committee; (iv) authorize or approve
reacquisition of Interests, except according to a formula or method prescribed by the Board; or
(v) authorize or approve the issuance or sale or contract for the sale of Interests. The Board shall
have power at any time to fill vacancies in, to change the membership of, or to dissolve any such
Committee. Nothing herein shall be deemed to prevent the Board from appointing one or more
Committees consisting in whole or in part of persons who are not Directors of the Company;

provided, however, that no such Committee shall have or may exercise any authority of the
Board.

Section 6.2  Quorum and Manner of Acting. Each Committee shall keep written
minutes of its proceedings and shall report such proceedings to the Board when required. The

provisions of this Agreement governing meetings, action without meetings, notice and waiver of

notice, and quorum and voting requirements of the Board apply to Committees of the Board
established under Section 6.1.

Section 6.3  Meetings and Notice. Each Committee shall fix the time and place of its

meetings, unless the Board shall otherwise provide. Notice of meetings of any Committee shall
be given to each member of the Committee in the manner provided for in Section 5.2.
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ARTICLE VII

OFFICERS

Section 7.1  Elected and Appointed Officers. The elected Officers of the Company
shall be a Chairman of the Board, a Chief Executive Officer, a President, a Secretary, a

Treasurer, a Controller and such other Officers (including, without limitation, Executive Vice
Presidents, Senior Vice Presidents and Vice Presidents) as the Board may deem proper. Elected
Officers shall have such powers and duties as generally pertain to their respective offices, subject
to the specific provisions of this Article VII, including, without limitation, the duty to engage
third parties to render accounting, financial advisory and legal services to the Company on such
terms and for such compensation as the Officers may reasonably determine. Such Officers shall
also have such powers and duties as from time to time may be conferred by the Board or by any
Committee thereof. The Board or the Chief Executive Officer may from time to time appoint
such other Officers (including one or more Vice Presidents, Assistant Secretaries, Assistant
Treasurers and Assistant Controllers), as may be necessary or desirable for the conduct of the
business of the Company. Such other Officers and agents shall have such duties and shall hold
their offices for such terms as shall be provided in this Operating Agreement or, to the extent
consistent with this Operating Agreement, as may be prescribed by the Board or the Chief
Executive Officer. The Officers of the Company shall consist of such Officers as the Board may
designate as Officers from time to time, who may or may not be “executive officers” as defined
under rules and regulations of the Securities and Exchange Commission.

Section 7.2 Election and Term of Office. Officers of the Company shall be elected by
the Board at the regular annual meeting of the Board and at such other times as the Board may

deem necessary. If the election of Officers shall not be held at such meeting, such election shall
be held as soon thereafier as practicable. Officers may be appointed by the Chief Executive
Officer to the extent authority to make such appointments is delegated by the Board to the Chief
Executive Officer. Each Officer shall hold office until such person’s successor shall have been

duly elected and shall have qualified or until such person’s death or until he or she shall resign or
shall be removed pursuant to Section 7.10.

Section 7.3 Chairman of the Board and Chief Executive Officer. The Chief Executive
Officer of the Company shall be the Chairman of the Board and shall be responsible for the
general management of the affairs of the Company and shall perform all duties incidental to such
person’s office which may be required by law and all such other duties as are properly required
of the Chief Executive Officer or the Chairman of the Board by the Board. The Chairman of the
Board shall preside at all meetings of the Board and shall make reports to the Board and to the
Member, and shall see that all orders and resolutions of the Board and of any Committee thereof

are carried into effect. The Chief Executive Officer may also serve as President, if so elected by
the Board.

Section 7.4  President. The President shall actin a general executive capacity and shall
assist the Chief Executive Officer in the administration and operation of the Company’s business
and general supervision of its policies and affairs. The President shall, unless the President is
also serving as the Chicf Executive Officer, in the absence of or because of the inability to act of
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the Chief Executive Officer, perform all duties of the Chief Executive Officer and preside at all
meetings of the Board.

Section 7.5  Vice Presidents. The Executive Vice Presidents, the Senior Vice
Presidents and the Vice Presidents shall have such powers and duties as may be prescribed for
them, respectively, by the Board or the Chief Executive Officer. Each of such Officers shall

report to the Chief Executive Officer or such other Officer as the Board or the Chief Executive
Officer shall direct.

Section 7.6 Secretary. The Secretary shall attend all meetings of the Board, shall keep
a true and faithful record thereof in proper books and shall have the custody and care of the
corporate seal, records, minute books and stock books of the Company and of such other books
and papers as in the practical business operations of the Company shall naturally belong in the
office or custody of the Secretary or as shall be placed in the Secretary’s custody by order of the
Board. The Secretary shall keep a suitable record of the address of the Member and shall, except
as may be otherwise required by statute or this Operating Agreement, sign and issue all notices
required for meetings of the Board. The Secretary shall sign all papers to which the Secretary’s
signature may be necessary or appropriate, shall affix and attest the seal of the Company to all
instruments requiring the seal, shall have the authority to certify the Operating Agresment,
resolutions of the Member or the Board and other documents of the Company as true and correct
copies thereof and shall have such other powers and duties as are commeonly incidental to the
office of Secretary and as may be prescribed by the Board or the Chief Executive Officer.

Section 7.7  Treasurer. The Treasurer shall have charge of and supervision over and be
responsible for the funds, securities, receipts and disbursements of the Company; cause the
moneys and other valuable effects of the Company to be deposited in the name and to the credit
of the Company in such banks or trust companies or with such bankers or other depositories as
shall be selected in accordance with resolutions adopted by the Board; cause the funds of the
Company to be disbursed by checks or drafis upon the authorized depositories of the Company,
and cause to be taken and preserved proper vouchers for all moneys disbursed; render to the
proper Officers and to the Board and the Finance Committee or similar Committee, if any,
whenever requested, a statement of the financial condition of the Company and of all his or her
transactions as Treasurer; cause to be kept at the principal executive offices of the Company
correct books of account of all its business and transactions; and, in general, perform all duties
incident to the office of Treasurer and such other duties as are given to him or her by the

Operating Agreement or as may be assigned to him or her by the Board or the Chief Executive
Officer.

Section 7.8 Controller. The Controller shall be the chief accounting officer of the
Company; shall keep full and accurate accounts of ail assets, liabilities, commitments, revenues,
costs and expenses, and other financial transactions of the Company in books belonging to the
Company, and conform them to sound accounting principles with adequate internal control; shall
cause regular audits of these books and records to be made; shall see that all expenditures are
made in accordance with procedures duly established, from time to time, by the Company; shall
render financial statements upon the request of the Board; and, in general, shall perform all the
duties ordinarily connected with the office of Controller and such other duties as may be
assigned to him or her by the Board or the Chief Executive Officer.
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Section 7.9 Assistant Secretaries, Assistant Treasurers and Assistant Controllers.
Assistant Secretaries, Assistant Treasurers and Assistant Controllers, when elected or appointed,
shall respectively assist the Secretary, the Treasurer and the Controller in the performance of the
respective duties assigned to such principal Officers, and in assisting such principal Officer, each
of such assistant Officers shall for such purpose have the powers of such principal Officer; and,
in case of the absence, disability, death, resignation or removal from office of any principal
Officer, such principal Officer’s duties shall, except as otherwise ordered by the Board,

temporarily devolve upon such assistant Officer as shall be designated by the Board or the Chief
Executive Officer.

Section 7.10 Removal. Any Officer or agent may be removed by the Board at any time
and for any reason. In addition, any Officer or agent appointed by the Chief Executive Officer
may be removed by the Chief Executive Officer whenever, in his or her judgment, the best
interests of the Company would be served thereby. Any removal shall be without prejudice to the
contract rights, if any, of the person so removed.

Section 7.11 Vacancies. A newly created elected office and a vacancy in any elected
office because of death, resignation or removal may be filled by the Board. Any vacancy in any
office appointed by the Chief Executive Officer because of death, resignation or removal may be
filled by the Chief Executive Officer.

ARTICLE VIII
CONTRACTS, CHECKS, DRAFTS, DEPOSITS AND PROXIES

Section 8.1  Contracts. The Board may authorize any Officer or Officers, agent or
agents, to enter into any contract or execute and deliver any instrument in the name of and on
behalf of the Company, and such authority may be general or confined to specific instances.

Section 8.2  Checks and Drafts. All checks, drafis or other orders for the payment of
money, issued in the name of the Company, shall be signed by such Officer or Officers, agent or

agents of the Company and in such manner as shall from time to time be determined by the
Board or the Chief Executive Officer.

Section 8.3  Deposits. All funds of the Company not otherwise employed shall be
deposited from time to time to the credit of the Company in such depositories as may be selected
by or under the authority of the Board.

Section 8.4  Proxies. Unless otherwise provided by the Board, the Chief Executive
Officer, the President or any Executive Vice President, Senior Vice President or Vice President
may from time to time appoint an attorney or attorneys or agent or agents of the Company, in the
name and on behalf of the Company, to cast the votes which the Company may be entitled to
cast as the holder of stock or other securities in any other entity, any of whose stock or other
securities may be held by the Company, at meetings of the holders of the stock or other securities
of such other entity, or to consent in writing, in the name of the Company as such holder, to any
action by such other entity, and may instruct the person or persons so appointed as to the manner
of casting such votes or giving such consent, and may execute or cause to be executed in the
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name and on behalf of the Company and under seal or otherwise, all such written proxies or
other instruments as he or she may deem necessary or proper in the premises.

ARTICLE IX
DISTRIBUTIONS

Distributions of assets shall be made on such basis and at such time as determined by the
Member.

ARTICLE X
MAINTENANCE OF BOOKS AND RECORDS, ETC.

Section 10.1 Books and Records. The Company shall maintain those books and records
required to be maintained by Section 57C-3-04 of the Act, along with such other books and
records as the Board or the Controller may determine from time to time. All such books and
records shall at all times be made available at the principal office of the Company and shall be

open to the reasonable inspection and examination by the Directors or their duly authorized
representatives during normal business hours.

Section 10.2 Reports to the North Carolina Secretary of State. Pursuant to Section
57C-2-23 of the Act, the Directors shall cause an annual report to be filed with the North

Carolina Secretary of State with respect to each Fiscal Year, which sets forth all of the
information as required under that section of the Act.

ARTICLE XI
INDEMNIFICATION

Section 11.1  In General. Any person who is or was serving as a Member, Director,
Officer, employee or agent of the Company or who, at the request of the Company, is or was
serving as a director, manager, officer, employee or agent of another corporation, limited liability
company, partnership, joint venture, trust or other enterprise or as a trustee or administrator
under an employee benefit plan, shall be indemnified by the Company, to the fullest extent
permitted by law, against (a) litigation expenses, including costs, expenses and reasonable
attorneys’ fees incurred by any such person in connection with any threatened, pending or
completed action, suit or proceedings, whether civil, criminal, administrative or investigative,
whether formal or informal, and whether or not brought by or on behalf of the Company, arising
out of such person’s status as such or such person’s activities in any of the foregoing capacities,
(b) liability, including payments made by such person in satisfaction of any judgment, money
decree, fine (including an excise tax assessed with respect to an employee benefit plan), penalty
or settlement for which such person may have become liable in any such action, suit or
proceeding, (c) payments made and personal liabilities reasonably incurred in the authorized
conduct of the business of the Company or for the preservation of its business and its property
and (d) reasonable costs, expenses and attorneys’ fees incurred by such person in connection
with the enforcement of the indemnification rights provided herein. Any Person who is or was
serving in any of the foregoing capacities for or on behalf of the Company shall be conclusively
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deemed to be doing or to have done so in reliance upon, and as consideration for, the
indemnification rights provided herein.

The rights of indemnification provided herein (which shall be deemed to be a contract
- between any such person and the Company enforceable on the part of such person
notwithstanding any subsequent amendment or repeal of this Agreement) shall inure to the.
benefit of the successors, estates or legal representatives of any such Person and shall not be

exclusive of any other rights to which such Person may be entitled apart from this Agreement, by
contract, resolution or otherwise.

ARTICLE XII

CESSATION OF MEMBERSHIP, DISSOLUTION, LIQUIDATION AND
TERMINATION

Section 12.1 Cessation of Membership. A Person shall cease to be a Member only
upon the assignment of such Person’s entire Interest and as otherwise expressly provided in this
Agreement or the Company’s Articles of Organization.

Section 12.2 Dissolution and Termination.

(@)  The Company shall be dissolved and its affairs shall be wound up upon the first to-
occur of any of the following events (an “Event of Dissolution™):

(1) the decision by the Board to dissolve, wind up and liquidate the Company;
or

(it)  the entry of a judicial dissolution Ipmsuant to Section 57C-6-02 of the Act.

()  An Event of Bankruptcy affecting any Member or the transfer of any Interests
shall not constitute an Event of Dissolution.

()  Dissolution of the Company shall be effective on the effective date of the Event of
Dissolution, but the Company shall not terminate until the assets thereof have been distributed in
accordance with the provisions of Section 12.5 hereof and all other provisions of the Act with
respect to the dissolution of a limited liability company have been complied with.
Notwithstanding the dissolution of the Company, prior to the termination of the Company, the
business, assets and affairs of the Company shall continue to be governed by this Agreement.

Section 12.3  Liquidating Trustee. Upon the occurrence of an Event of Dissolution, sole
and plenary authority to effectuate the liquidation of the Company shall be vested in the Board or
a Person designated by the Board to effectuate the liquidation of the Company or if the Board
elects not to effectuate such liquidation and fails to designate a liquidator, such Person as is
selected by the Member (the “Liquidating Trustee”). The Liquidating Trustee shall proceed
diligently to wind up the affairs of the Company, liquidate the assets of the Company in an
orderly and businesslike manner consistent with obtaining the fair value thereof and distribute
the assets of the Company in accordance with the provisions of Section 12.5 hereof. A
reasonable amount of time shall be allowed for the orderly liquidation of the assets of the
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Company and the discharge of liabilities to creditors so as to enable the Liquidating Trustee to
minimize the losses attendant upon such liquidation. Prior to such distribution of the Company’s
assets, the Liquidating Trustee shall continue to exploit the rights, activities and properties of the
Company consistent with the sale or liquidation thereof, exercising in connection therewith all of
the power and authority of the Board as herein set forth.

Section 12.4  Accounting upon Dissolution and Termination. Upon the distribution of
the assets of the Company in accordance with the provisions of Section 12.5 hereof, the
Liquidating Trustee shall cause the Company’s accountants to make a full and proper accounting

of the assets, liabilities and operations of the Company, as of and through the date on which such
distribution occurs.

Section 12.5 Distribution of Assets.

(8)  As expeditiously as possible after the occurrence of an Event of Dissolution and
the liquidation of the assets of the Company, the assets of the Company, including the proceeds
of any such liquidation, shall be applied and distributed in the following order of priority:

() First, all liabilities and obligations of the Company (including, without
limitation, loans from the Member) shall be paid to creditors of the Company or provided
for (whether by establishing reasonable reserves or otherwise as the Liquidating Trustee
shall reasonably deem appropriate); and

(ii)  Second, to the Member.

(b))  The Liquidating Trustee shall have the authority to establish reasonable reserves
for the payment of liabilities and obligations of the Company or to otherwise provide for the
payment of Company liabilities and obligations as the Liquidating Trustee shall reasonably deem
appropriate (as aforesaid). All saleable assets of the Company may be sold in connection with
the liquidation of the Company at public or private sale and at such price and upon such terms as
the Liquidating Trustee, in its sole discretion, may deem advisable. The Member or any other
Related Person may purchase assets at such sale. The Liquidating Trustee shall determine, in its

sole discretion, which assets of the Company shall be liquidated through sale and which assets of
the Company shall be distributed in kind.

Section 12.6 Termination. Upon compliance with the foregoing distribution plan, the
Company shall cease to be such, and the Liquidating Trustee shall execute, acknowledge and

cause to be filed with the Secretary of State of the State of North Carolina articles of dissolution
of the Company.

ARTICLE XIII

MISCELLANEOUS

Section 13.1 Successors and Assigns; Third Party Beneficiaries. This Agreement shall
be binding upon and inure to the benefit of the Member and its legal representatives,

administrators, executors, successors and assigns. Except as set forth in Article XI, none of the
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provisions of this Agreement shall be for the benefit of or enforceable by any Person not a party
hereto.

Section 13.2  Sole Operating Agreement. This Agreement, together with the documents
expressly referred to herein, each as amended or supplemented, constitutes the sole operating
agreement of the Company.

Section 13.3  Assignment. An assignee of a Member shall automatically become a
Member, provided the assignee consents.

Section 13.4  Choice of Law; Forum and Waiver of Jury Trial. This Agreement shall be
construed in accordance with the laws of the State of North Carolina, without regard to the
choice of laws rules thereof, and the obligations, rights and remedies of the Member hereunder
shall be determined in accordance with such laws. Any legal suit, action or proceeding against
any of the parties hereto arising out of or relating to this Agreement shall only be instituted in
any federal or state court in North Carolina.

Section 13.5 Interpretation. Wherever from the context it appears appropriate, each
term stated in either the singular or the plural shall include the singular and the plural, and

pronouns stated in the masculine, the feminine or neuter gender shall include the masculine, the
feminine and the neuter.

Section 13.6 Captions. Captions contained in this Agreement are inserted only as a
matter of convenience and in no way define, limit or extend or otherwise affect the scope or
intent of this Agreement or any provision hereof.

Section 13.7 Severability. If any provision of this Agreement, or the application of
such provision to any Person or circumstance, shall be held invalid, illegal or unenforceable in
any jurisdiction, the validity, legality and enforceability of the remaining provisions of this
Agreement, or the application of such provision in jurisdictions or to Persons or circumstances
other than those to which it is held invalid, illegal or unenforceable shall not be affected thereby.

Section 13.8 Counterparts. This Agreement may be executed in several counterparts,

each of which shall be deemed an original but all of which shall constitute one and the same
instrument. -

Section 13.9 Non-Waiver. No provision of this Agreement shall be deemed to have
been waived unless such waiver is contained in a written notice given to the party claiming such
waiver has occurred, provided that no such waiver shall be deemed to be a waiver of any other or
further obligation or liability of the party or parties in whose favor the waiver was given.

Section 13.10 Time Periods. In applying any provision of this Agreement which
requires that an act be done or not be done a specified number of days prior to an event or that an
act be done during a period of a specified number of days prior to an event, calendar days shall

be used, the day of the doing of the act shall be excluded, and the day of the event shall be
included.
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Section 13.11 Resignations. Any Director or any Officer, whether elected or appointed,
may resign at any time by giving written notice of such resignation to the Board, the Chairman of
the Board or the Secretary, and such resignation shall be deemed to be effective when
communicsted uniess the notice specifies a later efféctive date. No formal action shall be
required on behalf of the Company to make any such resignation effective.

ARTICLE X1V
AMENDMENTS

Section 14.1 Amendment. Except as required by law or as otherwise provided in the
Articles of Organization or in this Agreement, this Agreement may be amended or repealed and a
new Agreement may be adopted only by the Member.

[SIGNATURE PAGE FOLLOWS]

C-972630v9 03227.01145 15



IN WITNESS WHEREOF, the undersigned has executed this Agreement as of the date
set forth on the first page of this Agreement.

DUKE ENERGY CORPORATION

Bmm"

Robert T. Lucas III, Assistant Secretary

C-972630v9 03227.01145 16



EXHIBIT E

DUKE ENERGY CAROLINAS foe 1 on
UNCONSOLIDATED BALANCE SHEETS
December 31, 2006
(Dollars in Thousands)
Proforma
Actual Adjustments Proforma -
ASSETS
CURRENT ASSETS
B T $ 35,386 $ 35,386
Short-terminvestments .. ... ...ttt e i, 220,652 220,652
Recasivables (less allowance for losses:
2008~ % 5077 ;2005- $DATO).civeaiiivninssisivess 593,598 593,598
Inventory - ataverage Cost. .. .uovivenreennrrninneenernennn. 561,595 561,595
Current maturity of deferred debits ... . . v v v eereeieenennnnnns 7.608 7.608
Prepayments and other. . ... ... oiitiiiiiiiie i rneinneeannns 100,835 100,835
Totalcurentassets . ..........ivvrurnnnnnnnan. wwieie och 1,519,674 - 1,519,674
INVESTMENTS AND OTHER ASSETS
Investments in and advances to subsidiaries and affiliates. ......... 187,707 187,707
Otherinvestments, at costorless . .. .....oouerenennnrrvnnnn.. 50,611 50,611
Nuclear decommissioning trust funds . . ......ooivenievennnnnn.. 1,775,115 1,775,115
Total investments and other assets .. .........ocvvveunnnn... 2,013,433 - 2,013,433
PROPERTY, PLANT AND EQUIPMENT
Electric plant in service (at original cost)
L 1 L o e 10,019,734 10,019,734
TIAASIMIBSION o vvvimn v s S S o S 5 ¢ S50 S Y 5 o o him e am 1,930,941 1,930,941
DASHDUON ¢ v vvvsnnsimmmmamime e s im s e i S e 6,900,771 6,900,771
OMVBT .o v nm s s i R M AT S e S 1,786,109 1,786,109
Electric plantin service ... . ... .oiveniiie e innnnannnn, 20,637,555 20,637,555
Accumulated depreciation and amortization . .................. (8,685,944) (8,685,944)
Electric plantin service, net . . .. ... i 11,951,611 11,951,611
Nuclear fuel . .. ...uuuteiie i e e e e 796,023 796,023
Accumulated amortization . .. ........ ... i i, (540,580) (540,580)
Nuclearfuel, met. .. ......outtiiii i 255,443 255,443
Construction work in progress (including nuclear fuel in process:
2006- $ 94,063 ;2005- $59,686).........00.0 .. 747,340 1,080,000 (A) 1,837,340
Totat electric plant, net. ... ....viiiiiinaiiinrrnnennnas 12,954,394 1,090,000 14,044,394
Other property - at cost (less accumulated depreciation:
2007- § 9,137 ;2005- $6,614) .. ... ..., 79,215 79,215
Total property, plant and equipment, net...........vuennn... 13,033,609 1,090,000 14,123,609
DEFERRED DEBITS
Debt expense, primarily refinancing costs, being amortized
overtheterms of relateddebt . ........... ... ... ......... 192,840 192,840
Regulatory asset related to incometaxes . .........ccooveenen... 397,064 397,064
Regulatory asset related to DOE assessmentfee................. - -
Deferred DOM . ...ttt e et 18,149 18,149
Injuries & Damages Insurance Receivable. .. ........ovveinnn.... 1,020,000 1,020,000
OIS sy o e G R 8 A S0 S e e memmsmsmormesn asace 596,558 596,558
Total defermed debills . . .ovvivvvnvivm v d oo ees Tevs cs s o 2,224 611 - 2,224 611
TOT AL ASSET S . ..ottt ittt ettt et it $ 18,791,327 $ 1,090,000 $ 19,881,327

(A) Balance of debt-issuance proceeds will be used to retire outstanding debt and fund construction work-in-process.

8/10/2007
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LIABILITIES AND MEMBERS/STOCKHOLDERS® EQUITY

CURRENT LIABILITIES

DEFERRED CREDITS AND OTHER LIABILITIES

Investmenttax credit........ ...ttt
DOE assesSmMent fBe . . ..\ vt ittt e e e een e rnneeannrnns

Nuclear Decommissioning costs externally funded . ..........

Asset Retirement Obligation . .. ...........couivunrvnnnunns
L

MEMBERS'/STOCKHOLDERS' EQUITY

Common StoCK, MO Par «.vuu v vt iieeeei e eeanennannns

Retained eamings/Paid-InCapital . ... .........................
Total members'/stockholders’ equity . . .. ....vveeenrennnnn...

TOTAL LIABILITIES AND MEMBERS'/STOCKHOLDERS' EQUITY.. §

EXHIBIT E

Page 2 of 3
Proforma
Actual Adjustments Proforma

851,869 % 851,869
17,529 17,529
79,191 79,191
221,837 (110,000) 111,837
377,146 377,146
1,547,572 (110,000) 1,437,572
5,012,227 1,200,000 (A) 6,212,227
2,024,686 - 2,024,686
134,752 134,752
354,328 354,328
2,162,450 2,162,450
1,576,875 1,576,875
4,228,405 - 4,228,405
(4,427) (4,427)
5,982,864 5,982,864
5,978,437 - 5,978,437
18,791,327 $ 1,090,000 $ 19,881,327

(A) Balance of debt-issuance proceeds will be used to retire outstanding debt and fund construction work-in-process.

8/10/2007
2:05 PM



EXHIBIT E

Page 3 of 3
DUKE ENERGY CAROLINAS
JOURNAL ENTRY SHOWING PROFORMA EFFECT ON BALANCE SHEET
OF PROPOSED TRANSACTIONS
(Dollars in Thousands)
Debit Credit
Construction work in progress - Electric $ 1,090,000
Current maturities of long-term debt 110,000
Long-term debt 800,000
Long-term debt $ 2,000,000

To reflect new issues of long-term debt for debt maturities and the financing of
Duke Energy Carolinas expenditures.



EXHIBIT F

DUKE ENERGY CAROLINAS
UNCONSOLIDATED INCOME STATEMENT
Twelve Months Ended December 31, 2006

(Doilars in Thousands)
Proforma
Description Actual Adjustments Proforma
Electric Revenues $ 5,378,881 $ 5,378,881
Electric Expenses
Operation
Fuel Used in Electric Generation 1,378,083 1,378,083
Purchased Power 106,959 106,959
Other Operation 1,064,912 1,064,912
Maintenance 461,487 461,487
Deprec & Amort 881,277 . 881,277
Taxes -
General 301,313 301,313
Federal income 312,786 (18,000) 294,786
State Income 43,935 {(3,000) 40,935
Provision for Deferred Income (51,052) (51,052)
ITC (8,827) (8,827)
Total Electric Expenses 4,490,874 {21,000) 4,469,874
Electric Operating Income 888,007 21,000 909,007
Other Income
Allow for Other Funds During Construction 29,234 68,000 97,234
Eamings of Subsidiaries 190,587 190,587
Earnings of Nantahala Power & Light 11,799 11,799
Other Dividends and Interest - 78,978 78,978
Other-Net (16,631) (16,631)
Other Income Deductions (116,500) (116,500)
. Income Taxes-Non-Utility 21,537 21,537
Prov for Deferred Inc Tax (Non-Util) (4,236) (4,236)
Total Other Income, Net 194,767 68,000 262,767
Gross income 1,082,775 89,000 1,471,775
Interest Deductions
interest on Long-Term Debt 277,971 85,000 362,971
Aliow for Borrowed Funds During Construction (12,609) (31,000) (43,609)
Other Interest 12,866 12,866
Amortization of Debt Discount & Expense 18,604 18,694
Total Interest Deductions 296,922 54,000 350,922
Income Before Cumulative Change in
Accounting Principles 785,852 35,000 820,852

Cumulative Change in Accounting Principles -

Net Income 785,852 35,000 820,852

Dividends on Preference & Pref Stock - - -
Earnings for Common Stock $ 785,852 $ 35000 $ 520,852

Notes: Interest expense and related income taxes refiect estimated full-year impact of issuing new debt
and retlring a portion of existing debt.

Estimates were calculated using current AFUDC and tax rates.



DUKE ENERGY CAROLINAS

UNCONSOLIDATED STATEMENTS OF CASH FLOWS

Twelve Months Ended December 31, 2006

(Doltars in Thousands)

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income
Adjustments to reconcile net income to net cash (used in)
operating activities:

Depreciation
Amoriization including Nuclear Fuel

Defarred mmtamsendlﬂvwﬂemmaadh(ﬂet)
(increase) Decrease in
Receivables

Total adjustments

Net cash provided by (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Construction expenditures and other property additions
Investment in nuclear fuel

Proceeds from disposal of noncurent assets
investment in affiliates

Net change in investment securities
Other, net

Notcashprovidodhy(uadln]hwwngm
CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from the issuance of

Long Term Debt

Common stock and related options
Infusion from Parent
Payments for the redemption of

Long Term Debt

Repurchase of common shares

Dividends paid

Net cash provided by (used in) financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

DUKE ENERGY CAROLINAS

STATEMENT OF RETAINED EARNINGS
TWELVE MONTHS ENDED DECEMBER 31, 2006

{Dollars in Thousands}
BALANCE - December 31, 2005.

ADD - Net income

DEDUCT
Dividends
Common stock

BALANCE - DECEMBER 31, 2006

Note: This scheduk s

Copy of Proforma Greenbook for LOC smt.xisCF

3 785,852

881,277
145,315
(55.644)

44,399
(119,282)

(90,163)
(152,234)
(69,521)
(29,234)
(202,386)

(1,575,535)
(165,071)
3,115
845,497
(116,904)

(47.483)
{1,056,381)

150,000
20,207

200,000

(2,381)
(69.761)

(284,519)

14,245

1

20,821
14,565

% 35,386
——e——————

284,519

(146,929)

137.581

$ 5,982,864

i cash flow for twelve months. No proforma adjustments were calculated.

EXHIBIT G
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EXHIBIT H

DUKE ENERGY CAROLINAS
UNCONSOLUIDATED STATEMENTS OF CAPITALIZATION
December 31, 2006
{Dollars In Thousands)
Percent Proforma Percent
A of Total _Adfustments £ of Total
MEMBERS' EQUATY
Act Other Comprehensive INCOME .. ......iueuneecaneioannnn iR (4.427) (4,427)
Mernbeds Equily . .o e i d e i R DS S S S TR S e S e 5.982 864 5,982,864
Tokal I ern gy - R A R R R 5,978,437 54.4 5,978,437 49.5
LONG-TERM DEBT (A)
Rate  YesrDue
First and refunding mortgage bonds 3.75% 2008 500,000 (500,000) -
4.20% 2008 300,000 {300,000) -
4.50% 2010 200,000 200,000
5.30% 2015 500,000 500,000
8.95% 2027 13,990 13,880
3.80% 2014 40,000 40,000
. 3.86% 2017 77,000 77,000
3.96% 2012 20,000 20,000
3.90% 2017 25,000 25,000
3.96% 2017 10,000 10,000
3.69% 2031 75,000 75,000
3.89% 2031 75,000 75,000
.................................... 1,835,990 1,035,900
Senior Debt 4.611% 2007 110,000 {110,000) -
5.375% 2009 200,000 200,000
7.375% 2010 300,000 300,000
5.625% 2012 400,000 400,000
B.25% 2012 750,000 750,000
6.80% 2022 249,005 249,005
6.00% 2028 300,000 300,000
8.45% 2032 350,000 350,000
2,000,000 2,000,000
Wotal sunlar dabl ... .voivivmirmss sssn Vs e s e e 2,659,005 4,549,005
747,629 747,629
(8.560) (8.560)
Current maturities of long-tBm debt . . . . .......ociviiivierneneiinrannarnsnnsrnanns (221,837) (221.,837)

Total unconsolidated longtermdebl. .. ....ouvuviviuieiiiiiiinenianannnraan 5,012,227 45.6 6,102,227 50.5
TOTAL DUKE POWER CAPITALIZATION ... ..u.uiuineiaineatieiananrnrnnnscnsnnns $ 10,990,664 100.0 $12,080,664 100.0
NANTAHALA POWER & LIGHT

0, 35,867 35,867

Current maturities of Iong-tarm debt . . . ... eoviee et et a e ranaaans (4.533) 4,533)
TOTAL NANTAHALA POWER & LIGHT CAPITALIZATION ........ccocvnnnnininnnnnns 5 31,334 § 31,34
TOTAL CAPITALIZATION .. 0iuiiicaiaiusnsiosi o sacosnaivainssisnsassssnca $ 11,021,998 $12,111,938

MNote(s):
Detail amounts may not add to totals shown due to rounding.
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